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FILI '-1921'=7 iDATE: 4~Wr 25, I'e8

'MATTER OF.58 tEw eiitn 9 et~irid,
VW: aunnery. ,prg~eiht Pkederick Laurrough,

DI~r a UhdMCth RStirv1,6r Benetfit Pian (SBAjP,: iO U. 03 C,
14477146b, -an amiended'b3Y section l(5)(A)(ii),'of Publio,

Lar~r 4,496, 6ffe~otlX~i 06tober 'la. 1976,-r Wsher-e a
mieiiaer" had' eleiated s" use cdieziageb rtuction

are? i~utrd."

of retir'ed-pay for splUseieoverafre Is termlniklij
Ue;nause the',member no lne'r J-ia an'eiije,
Vpou~e bepeflciary, '.oo, long h- h'i an, eligible
spoqse'beneficiary'o i1:e firt ddls,, of ~the month'
ft-114eductibn of retire pay for spouse coverage \

, Of- - ,r 

is gej,,euired 'since charg a are mLAe on an indivisible
monthly sip.ac

1447-1455, s ;nUd Sb.f se, o l(55Ali Publiued
L'y 940dt96. effJdtive Octobet 1978, 19h7r.
mhmer tha d eet d . e6d bothb-tni se and
'chils te qcorage . i o vetere is ter teriniit'e
flredutionba'of retired pay'for spouse coverage 
iuse'of,ieos sof 'an eligi a e, spouase oenefinivirys
monthlyr'i;y lca'd pffid coveiabeassisbe

com~ts ;sie ,~ht,,'g6oviirningohe` -SBP
req~t~s~suh .coerageo' be'd~e'trmin'e'd'on an'',

2 c'tuaritP ba{'s and 'the'loss' of'the aligible spouse
benekkiskiry hars increaseS9'.he,pOro'bability that an'
Annu~ity wou'ld be pazyable to a'n -elected dependent

3. mider''the SRP, lO0;sU. So C, 14715u 6ai>ie

by Pulic-Law 94- 46effective October 1, 1978,
s8rce'dipendtiredry scOvpebige ether aglone oue ;
.Kin t'som sbiationfan e'g coverugse bs to bee'hefey'-

--- ' m~nedohi'n actit'a'i 'asli in or'deiilto mainta'in such
b iio, recomputaton of childrenac'overAge is bo be
bNsid':nM tlie m5rdibs age and that';f tne youngest
chilt ueffective the day after los' of the eligible
s fiouhre'e bteefit ary,

: 3. Uadeidw~e 1SBP, lo U. S. C. 1447-1455,' as aikended
by Putilic ILaw' 94-496, effective' October. 19 1976,
bfs. re^t ompuagebn of chinadd coverage io to ss
sof benefrspouse beneficiary a.d .he member

Unde =teSPP

&~~~~~~~~j ii. s~ d. 1447- *i45. as amended

by Pulca 4-99efcIvO br 1. 196
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reinarries, since reductkq in retired ay for 
spouse' covbrpge purposes Ma eharged oai A I I
izndlvisible, monthly basis, iSucfrUbtidii:frirsbfired
pay Would not resume until'the first mdhtk.,.fbllow-
ing the date such spa uwe'Mtainsteligi4e& upouse
beneficii~y status,~ unless 'such date is on the First
of a month, then ap'propriate charges areC'to be
made for th'at month.

5. TJndert$SBP,.£l&US. C 1447-1455, asamended
by Public' Law 94-496, effective October lX 1976,
wIhe'ethe ilsost of childredtn6overkaej' had been'
re op'Pute 'adnd4 hatgit faUowin 'the lose ob

eligiblCspo&ge eii 6neficiarz-l, the.i upon.the
1

reacqul-
sition of an eligible spouse b'c6hificara'. vf`ii'e
ohlldren coverage is'to r'emi ~ n'n'an. actuarial

-u basi,`'aAd'slncd the jainiof anelUibile sjzuse
benefficihryk has reduced the piob;ilit that an,
annuiWl~ould be Rayibie to an elected'dependent
child, the Cost of such coverae should be iurther
recornpalted.'

6. Underth&SBP. i47tts. C. 1447-145F, as amrinded
by, %ublic LaW' 944 ffectiv& Obtobcr 1, '1976,
sincw1, dependent cihhdren coverave',¶#ith'or alone or
in cozv9Jrzatiozpyithgpous e coverage,; is 9 be
determindd on an actuari&Ckbasisj, i6orsler"to; maln-I.
tstihi'2;y'Uch-b'aslisip~on t~he gai4 bf ;s,keiblf i Xpu 
benoficiarfy, furtheri ecoinputation
coveragel, to be based on the age'o f thie younfe-st
child'anid the t cges of the member and ramarriage
spouse on the date the spouse qualified as an
eligible spouse beneficiary.

7. Und te SEBo 1' lou. S. C. 1447-'1455,.s amesinded
by 'Pblic Law .Q94;-495, effectiv'te jo S,17'
w11here an,menber reacquires an eligiblc' spouse
brfn4ficiary..;. an'd there islfurtht'r recomp'ition of
the cost of cive:age because of~the existence of
previously elected dependent children beneficiaries,

utince reduction fn retired pay for coverage purposes

-. 3 ~ ~ ~ ~ ~ ~ ~ ~ ~~~~~.
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*~~~~~~~~I ohukrgqd o'n an'ipidivWtrfl.inontigdi iw
Itirther reconie covere,¢hirgei would'not
changte acoy r$tcia;/ of the bmonth following
change ol'cuVerage ta isunl -sX such status
change occurred on the'Salrst day'of the mornth,
then appropriate chA.rgrix are tu'be made for that

4.1 naonth.

'st tactioi4lnt~responsetaltteitatet4ApriI 27, 1978, from
l Lieutenant Colonel Wt0 M'S.bIkht, IISMC. Disb' ruing Offic6c,

Centra1i~edJ Ny DidSIIon, Marine Co rpY.^i nanc Cet,;.pequiesting
0! , i an 4t.ance lecision or.a srieu f ̀  shone conferning tzle propcr

i ,'V i'n~e ho'dcof oomputing ' aNteb ng'rYluction'ifititefrd pay for cover-
4Ie4 4pu onie u'nder by tioh FSB ;1O U. S. C. .l

144 r-i4i6,i under thd ey:"ection~i-( (i) 'obf -hab cJaw- 94496,V
M t4<of ' 1Saet.i'e S ew n % I refer0,.nXcY iRe mtade toGuat iiStttS2C7t Fpdikculr

:'': jl and""unn ,\SGiea n t FroBu ghti USMC,'etired. I ' 

s'fo 't* '~tcereqLestasf'irvarded tyoltterfrot th.O1fflce b the , . if
Commaidant'Wthie'PMarine Corpt'FbDJ') dated June 6, 1O78, kdW
has be Cned-bontrolN'o,W DO-MC-1293"by the Department of
Defens MItary Pay and Aflowance Committee.

- 'The',6ubmi'st~ion,8atethit eirgeahty-rdatbn'4re tanuJferred to
the 're'ti'r-'dist.t bn"D'ecen'itber., 1956. 199,$O1nrch 10, B973, \1iie&elected
to'participate itfthieiSB 'under thd piovisions of ktb4,ct16hA,(6).'
of kP~`6ic Law 92w'4. 88 S 'a 7r Ul.tpravideann
! Auc~ddbase kiniSiu't fetVL$37 ,'MO5 7his.&Duse Florence, and'de a'endent
child, ,Tirea. As--S result ot; hat eleotion, 'Adu retired'pay wasg
rieduci in the a'nouint''t $15 for spousa ccverage and $3. 32 for child
coverage effectivie June 1. 1973.

On July 25,. 1977, Sergeant Peniston informcd the Finance Center
that'he rec'eived a divorce from his spouse, Florence, on July 7,

* 1976,Katd'that'he hmarried a new spouse, Helen, on August S, 1976.
He requested-that Helen be substituted Err Florence on his SBP

' l ' ;t 'election form. - .

- - - .Based pn that notice and request, tif'Finazic&. Cente.y retoactively
refiinded the cost of spouse coverage from Octobcr 1, 1978, the
effective date of Public Law. 94-496. supra. and the charge against

*
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h~i reil pay for the'uiionthly S1~P cost for coveragd~'qf the,"e
soouse, Helen, was began on Augs 1, 197 ane wai'not a
p~rent tfAs sue ofthfat marriage pribr.~o tbkt time. In Additibki to
that actfoft;. and while no costs for bhiid coiverage were recomj'aited
on the baijk\af "1child only", eoveraje during the interim, period,, the
cost of chid codverage was thereafter recompu ted on the basis of
"spouse andebhild" covertkge from August 19 1977. using dates of

birth for the member, hits new' spouse and child as of that date.

.The tactsin fnthe caseoi" tGney S gatBurrotg h are, ,that 
fuJlowfiig.q period in whidh '1ik was In~fhe Fi~et Ma'kihe Corp~s'Reserve,
he was trilinasfdred to thdie tetred list: on July1i 1968. On .Maroli17t
19 74,:."he 6l1cte LO 'pa~rtik , Ip~j,,ate irfthe SBP* under the provisiions 'Ofsubsection 3(bgoift lublib La'w 92-I25,s"pK to Vr provid an aut
based on his fiull SS~~'thly'jrtiredi~paykrornhis sPouseA kva, and'
3 depefndent childr~en:~- Asa~result of ~thait election. 3~ retired paywas reduced iinthea `iti~iont of $.2fqsoecvraeand $ 3. 11
for childretL coverage'effective April 1. "1974.

B ycorrepbden~ereceived at the Finance Center onU~Obr1,
1977, Ser'geant Burrohgh advised that he had received a divorc6e from
his wife, Eva, on' Depcembec~ 3, 1975,, and requested that'his SBP?
coverage be adjusted in accordance with P~ublic Law 94-495, sup'a.

Ba~ed'on that Taotiae&and rtqu'est;.~ the rnidnthl '.P c' ofcoer
ag ~rhs~te &ise 'wiet~d~fefund~d-frbzm Decem-

cidren, 196~nike the-erii~to case, h"ePt ie'S1 Co0 for
c' 'o v~er a ge wr,~' s"rcaipLednthe bksis 'of "children only"

coverage, with the incrbas~d monthly co'st of"$15. 50 being, deducted
fraom his retired pay effe`i-tiv'e December 1, 1976.

The aq nea t~en in th'Sse caseconsistentIt is
indicated th'at on~furtWer an lsiit is doubtifrhelWther the dates
used for 4 'iffetihgkchaiiges~ friretireid 'pdy reductio'hs in'the, casesdscribed are cretinVew of the aimendment -to 10 U ;S C.
1452(a) by P~ublic Law 94-406, sua -and our deciiion 13-18 90371
September 30. 1977 (56 Comip. Mlii1022).

Question' a. asks in effect~

4~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~4
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'1 When there 'ixno loIger uA ilUgible spousc beneficiary
beoauue of death or divorce of the spouse, what is the
cot'ect effective date for terminating the reduction in
retired pay for spoume coverage?

As it relates to thfilikquestion, 1I U. PI C. 1452(a), as amended by
Public Law 94-496, su>ra, provides in pertinent part:

"(a) *** the r~*ir~d or retainer pay of a person
to wlom section 1448 of this titlte applies who has a
spouse *,,* * shall be r6dt8cd each month by, an anoiunt
equal to 2-1/2 pereent ofj ififirst $300 of the basi amount
.plum 1O.percentbf $he rimaiader.'of the base amouont.',*4*
, The reduction irIr'etled or'J'rtainer, pay prescrigid by the
lrst-sentenceof thIs subsect7on shall not be applicable
urIng any month In which there is no ellgble souse
oeneraciary, "Underscoring suppled.c1

Pri,t t inoertion o' acIuacored sentence sy Public,keor o'tifii~kipt'ffthe AenliAo+rA ito B
. 1 Law'. 94 su9it i~ra,! . thet bulb concept)of reduin 'tired pay finSBP"

,1" n fchildren coveagetoce in,' always in,a
since the law' did& 1 tp provide for tertniin.ation of such 'reduction in pay
,in the event an elected bentifioiary predocceased the mnember. ¶¶he
underscored sentence of subsedtion 1452(a) removed that restriction
by permitting such termination for "any month in which there is no
'eligible spouse beneficiary."

Cliagesfor. SBP; coverate .are asseheed onla mobtilbis. and

a morl. th oeur'i1wthi tthi existence of an.'elected ben'eficiary
on thiefirst dty of tfratt'no6th governs the aov.tge costatu ,
aharged for 'thre *'V6ie month, thus, if a mi'ieber had initiaUy\elected
spouse coverage,, so long as he had an eligible spou'se beneficiary on
the first da"'yTof a month, then for SBP coverige charge purposes,
the full reduction in retired pry for that coverege would be requ'red
for that month.

,As(¶he foregoning relates to the Peniston case,, he' received a
divorce in July 1975, prior to the October 1. 1975, effective date
of Public Law 94-496, supra. See H. R. Rep. No. 94-1458

. V 
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Part 94 Mth Cong.. Zd Sesa, 9 (1976i). Thu 4 ;)otoberi1,.,.1976,.torno 1
the first day of thecarliest mopith'ln'which he had xIo "eliible .pquue,
beneficiary' for' he purposes of the last sentence of 10015. C. 1452(ai). i
s and the AFinance, Ceuiter auctio- to refund moiitIoy SBP 'osts
of spouse coverage begining with that'montl rwau correct, in the,
Burrc'aghlcase.'the divorce became effective on December 3, 1076.
Since thelrnember had an. eligible spouse beneficiary on December 1,E
1976, such month remained a month for whic4'his retired pay w s'Ato
be reduclad for spouse coverage purposes, Therefore, Januaryi 1977
,' ecameX'ihe fi-ct month in which he had no "eligible spouse ben.eficiary"
and' the Financ6i Center's action to refund his iABP costs for srkuse
coverage for December 1977 was improper antis to be recovered.

Question b. asks in effect:

hiere is no longer a'n eligile spouse beneficiary
because of death br divorcq ogkthe spouse''sh u&'the addi- i

* tional cOst,-,or child coveiage be recomputfed 'o~n'the basis of
"children bon.y" coverage? If the answer is in the affirmative,
should that cost"I6e rebompied'baisedon the age of the mem-
ber and youngeit child as of the date of initial entry into the
Plan, or based cn their ages at some other date?

As it relates to this question, 10 U.S. C. 1452 provides in part:

"(a)" Except as provided insubsecti on '(b ,the retired
or, Retaiher Oay of a person to 'whom qet~'n 1448 cf this
title appliers *who has a spouse and dependent child
shall be reduced eachi'iiontf by an amount equal to' 2-1/-2

*percent 'of the'first $300 of the base amount plus 1Opercent
of the remainder of the base amount. An long as there is an
eligible spouse and a dependent child, that amount shall be
increased by an amount prescribed under regulations of
the Secretery of Defense. ***

."(b),The retiried or. ritainer pay of a'peron to-wiom
section 1448 of this title 4pplies who has a dbunehidnt'b 1-1'V
but does not have an eligible spouse, shail, as loing ant.
has an- eligible dependent child, be reduced by an amount
prescribed under regulations of the Secretary of Defense."

_-6-
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The legiulJtive histzry of thNje provirt~.nu novzed'thelexie4eacw
of greater statlstlcarirvsia1leu in thfe dependent children aspect o 0A
member s family regarding pornmible receipt of survivor benefits, thLRn
woiid be experiencedwith a spouseitbfnaficigry,, .The idea was
expressed generally that because ofttiWe niiltipliclty of factors which
would governthe .prospect of annuities being paid to indtviduilsi b tide
class of dependents, costs for such coverage were to be actuarially
determined. The Secretary of Defense was vested with thtn authority
to determine the costs and, under regulations, Assess an appropriate
chi rge.

Thome regulations are contained in DOD Directive 1332' 27, Janu-
ary 4, 1974, The actuarially determined chaige !o based on the cost
factors applicable to the Retired Servicemar. Family Protection Plan
(RSFPP), as la stated in part in Chapter 5 of the Directive:

11501. R&iuction in Retired Pay

* * * **
'l"b. pouse and eibl childrei. Theicost for pro-

riding an an.'wity wheh 'theire is a spouse arid eligible
children shall'be 2-1/2' % ofithie'f1rst $300 of the base
amount, plus O-of the r¢'.maihnig base amaLnt, plus an
actuarial chargefbased oqnthe difference between cost
factors under RSFPP, Option 1 and 3, in effect Septem-
ber'20, 1972. ***

ac. Childrenonly (nio eligible siouse). The cost for
providing an annuity when there are eligible children, but
no eligible spouse, shall be based on the cost factors under
RSFPP, Option 2, in effect September 20, 1972. * * *"

When, pursT¼to the 1975 .amtieddment to the law, re'ductibn of a
member's retired payjis 'terminated because there no longer. is an
eligible ipouset;Ben"e2fi/Tary, spouse coverage also termiafes upon the
occu'rrencedofthe event. Thus, where spouse aw' chiildren coverage
had ,Ieen elected, upon the loss of an 'eligible spouse beiiefficiry,
"chilaren only!' coverage wuld remain. In order to mairiCdin'&che
actuarial basis of the cairge for that coverage, in view of the fact that
the cost of such coverage is significantly higher due to the increased

-7-



pi~bOabflfty thatA," annuitiy would be pay~le too thtii class of dependents,
Petprnputaildn or such coverage *voueld Te required, Therefore, the
rival part of question b is answered in Ithe afr~loxnativere 

An to the lcond part oif question b., it was previously noted" 'tha 
thy) oconcept of lthildren co~veraq~e, eitl~er i dowe or a''coO.nati~oin 'with
a;Moa e coveragke "was to Mae m'ade on an axt-ua^t~ialjbasiii The basis

u;1which thle cost of such eovre'ra'ge is e at abdioleh't 1is in parts thel
tleOkticnsahip. of the ages' of the member wid hie children at the time

|tIS ovrage was Inltially establish ed,, Ve 'ee;i no' blas"is for not
apttdrl~gthesaint~ rulta here, .II isorviw he 6re, 'that the cost

II~~~~~~ II0oryetev

^i1A~ be cornputed base6d on cheiwae or C-he hsernberi and -the youngest
eblsl as of the firat datedi flbrgthen date of the 1080 "of the' prevlously
ccovoerid eligible spouse bte.rII ory Orctober , 1976, whichever is
lasex. using the age of the member and tkhe youlragest child as of that I

ii s..uiitioanb.-.~ relates to the Pemiston casei,ithe date .toeue
fob: achldren~ Only" coverage recompvtAlten lvoaild be 0)6V~ber 1, 1978,
aiina e that is the Pmi.west f.irst da~te reccigglis'alble 'under the law for
this purpose. }Re~airding the Burrough epacz, sinc-e the divorce was'
granted on December 3,p 1976, the foll wmdays Decemnber 4, 1978, 

f 11~~~~.

be!Q~rne the first day of "children only" covr erage; therefore, that datel!
it to b e used for recornputation purposes,

Question c, asks in effect:

* , l~~~~~~~~~~~~~~~~~~~~~~~~~I

After the reduction i ; retired pEay fox espouse i
4overage is terminatedn wocause cf de toth hisr divorce
ot the spouse and the member rinarthmries, what ivAto the sact effective date for effebt' w revusl o

*thAe eoea\ a oreemad onaf astLhbaimB. Theebasi

ti*n in rthired pay f or spouse coverage a here no 
ihild is born prior toaes of the membt.a..nierd ucldrnateo the t

vemarriage B

To %ln6 Comp. Gen. 1022r Ii oa r we, toSideredfto taquestitn of
re 4ipdion of reduction in roetire QCpay for spouoembcoverage in poust-
eliec~tion rernairrages. After analyzfing section I(BOW00it of Publie'
Lane 94 49o, t supra, e expresseidi the Vief that since that amendatory
lacPgvZge focusRed uarely on the concept or eligible spouue beneficiary
for terminathon purposes, until a spoaut e n remarriages qualified as an
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eligible spouse by satisfring the earlier of the conditions stipulated
in 10 U. S. C. 1447, retired pay reductions for spouse coverage would
not resume.

As'previously utated, all elected coyerages are paid for on a
monthly basis. 'We do, not belieyelliit the law, as amended, intended
or contemplated that a participatingmember would have to pay for
coverage for the month where on the first daycof a month there is
no one in a class of potential benficilaries who could receive the bene-
fit. We believe that the propriety"'of charging for a particular cover-
age must be bas&i orithe beneficiary statuh in being on the first of
any month, for that month. Therefore, in answer to question c., it
is omr view that reducition in retired jny forspouse coverage Is not to
be resumed utntil'the first of the month following the date that the
spouse upon remarriage attaitns eligible spouse beneficiary status,
unless, of course, such date is on the first of jq month, in which case
appropriate charges are to be made for that month.

(i In the Peniston case, the first anniversary date of his reinarriage
wiTAiugust 6, 1977,anid, thus, becaxmithe date his spouse, first
qualfled as his iligible spouse beneficiary. Since he did not have an
"eligible spouse beneficiary'! August 1, 1977, spouse coverage.
charge. were not to be asse'sed that month.' l Therefore, resumnption
of reduition of his retired pay foi s'pouse coverage should have been
made effective on September 1 1977, rather than on August 1, 1977,
as was done, Appropriate refund adjustment rhould be made in the
member's account.

Question d. asks in effect:

If the member r'emarries and no additioial child is
acquired bjythat marriage, should the recomputed cost
of child coverage be further recomputed? If the answer
O in the affirmative, what is the correct combination

* of ages for recomputing the SBP cost?

As was stated in' cdnnection with question b ., children coverage
was congressionally, mandated to be actuarially' determined. Thus,
in view of the 1multi#1icity of variable factors which would govern
receipt of benefits by members of this class and in view of the
fact that the cost of children only" coverage is significantly higher

-9-
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) e

than it otherwise would be with the interposition of an eligible apouso
beneficiary, then it is our view that there should be further recompu-
tation art that' time.

With respect to the second part of question d., it is our view that
In ordnr to midntain the actuarial basis, the cost should'be recomputed
based on'the age of the youngest child and the ages of the member and
new spouse on the date that such spouse qualified as an eligible spouse
beneficiary since that is the date of the change of status discussed in
question c. above.

In the Peniston case, that recomputation date would be August 6,
1977.

Question e. asks in effect:

,, If a member subsequently remarries and no additional
hild is acquired by the remarriage, what is the date for

effecting the reduction in retired pay for the further recom-
puted cost for "spouse and child" coverage?

Since SBP costs ate chdrged for the month of coverage based upon
a member's beneficiary status on the first of armnonth, unless the
first' anniversary of the remarriage happened to occur on the first day
of a month, such further recornputed costs are to be charged effective
the first day of the month following such chanige of coverage status.
In the Peniston case, that would be September 1, 1977.

7b-

ACtinCamptroller General
of the United States
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